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AGENDA

10:00 AM (1) Approval of Minutes

10:10 AM (2) USERRA Compliance Update ‐ 
Department of Retirement Systems

10:30 AM (3) Judges Benefit Multiplier ‐
Bob Baker, Senior Research Analyst

11:00 AM (4) Service Credit Purchases
Laura Harper, Senior Research Analyst ‐ Legal

11:30 AM (5) PSERS Eligibility
Department of Retirement Systems

NOON (6) LEOFF 1 Benefit Cap ‐ Bob Baker

12:30 PM (7) Public Testimony

1:00 PM (8) Adjourn

Persons with disabilities needing auxiliary aids or services for purposes of attending or participating in
Select Committee on Pension Policy meetings should call (360) 753‐9144.    TDD 1‐800‐635‐9993:
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FULL COMMITTEE
DRAFT MINUTES

August 23, 2005

The Select Committee on Pension Policy met in House Hearing Room A,
Olympia, Washington on August 23, 2005.

Committee members attending:

Representative Fromhold, Chair Corky Mattingly
Elaine Banks Doug Miller
Representative Bailey Victor Moore
Lois Clement Senator Mulliken
Representative Conway Glenn Olson
Representative Crouse Senator Pridemore
Senator Fraser Diane Rae
Leland Goeke J. Pat Thompson
Robert Keller David Westberg
Sandra J. Matheson

Representative Fromhold, Chair, called the meeting to order at 10:00 AM.

(1) Approval of Minutes
It was moved to approve the July 19, 2005 Draft Minutes. 
Seconded. 

MOTION CARRIED

(2) SCPP Goals
Matt Smith, State Actuary, reviewed the “Goals for Washington State
Public Pensions” report.

It was moved to approve the revised Goals for Washington State
Public Pensions.  Seconded.

MOTION CARRIED

(3) Gain‐Sharing Subgroup Report
Representative Fromhold reported on the activities of the gain‐
sharing subgroup.
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(4) Plan 1 Unfunded Liability ‐ Options
Laura Harper, Senior Research Analyst ‐ Legal, reviewed the “Plan 1 Unfunded
Liability Options” report.  Discussion followed and the Chair recommended that a
Technical Subgroup be created and chaired by Victor Moore.

It was moved to approve the creation of a Technical Subgroup chaired by Victor
Moore.  Seconded.

MOTION CARRIED

(5) Disability Retirement
Bob Baker, Senior Research Analyst, reviewed the “Disability Retirement” report.

(6) TRS Out‐of‐State Service Credit
Laura Harper, Senior Research Analyst ‐ Legal, reviewed the “TRS Out‐of‐State
Service Credit” report.

(7) Age 70 ½ and Opt In/Opt Out
Bob Baker, Senior Research Analyst, reviewed the “Age 70 ½ and Opt In/Opt Out”
report. 

(8) Plan 3 Vesting
Laura Harper, Senior Research Analyst ‐ Legal, reviewed the “Plan 3 Vesting”
report.

The following people testified:
Randy Parr, Washington Education Association
John Kvamme, Washington Association of School Administrators/Association of 
Washington School Principals

The meeting adjourned at 12:40 PM.
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Select Committee on Pension Policy
Goals for Washington State

 Public Pensions
Adopted August 23, 2005

1. Contribution Rate Setting:  To establish and maintain adequate, predictable
and stable contribution rates, with equal cost-sharing by employers and
employees in the Plans 2, so as to assure the long-term financial soundness
of the retirement systems.

2. Balanced Long-Term Management:  To manage the state retirement systems
in such a way as to create stability, competitiveness, and adaptability in
Washington’s public pension plans, with responsiveness to human resource
policies for recruiting and retaining a quality public workforce.

3. Retirement Eligibility:  To establish a normal retirement age for members
currently in the Plans 2/3 of PERS, SERS, and TRS that balances employer
and employee needs, affordability, flexibility, and the value of the retirement
benefit over time.  

4. Purchasing Power:  To increase and maintain the purchasing power of
retiree benefits in the Plans 1 of PERS and TRS, to the extent feasible, while
providing long-term benefit security to retirees.

5. Consistency with the Statutory Goals within the Actuarial Funding Chapter: 
To be consistent with the goals outlined in the RCW 41.45.010:

a. to provide a dependable and systematic process for funding the
benefits to members and retirees of the Washington State Retirement
Systems; 

b. to continue to fully fund the retirement system plans 2 and 3, and the
Washington State Patrol Retirement System, as provided by law;

c. to fully amortize the total costs of PERS 1, TRS 1 and LEOFF 1, not
later than June 30, 2024; 

d. to establish predictable long-term employer contribution rates which
will remain a relatively predictable portion of future state budgets;
and

e. to fund, to the extent feasible, benefit increases over the working lives
of  those members so that the cost of those benefits are paid by the
taxpayers who receive the benefit of those members’ service.  
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Select Committee on Pension Policy
Subgroup Membership

(September 14, 2005)

Gain-Sharing Subgroup
SCPP and voting members:
Representative Bill Fromhold (chair)
Senator Karen Fraser
Senator Joyce Mulliken
Representative Larry Crouse
Elaine Banks
Lee Goeke
Sandra J. Matheson
J. Pat Thompson

Non-SCPP and non-voting members:  

Sophia Byrd
Cassandra de la Rosa
Jim Justin
Ken Kanikeberg
John Kvamme
Christopher Liu
Lynn Maier
Leslie Main
Ellie Menzies
Randy Parr
Wendy Rader-Konofalski

Public Safety Subgroup
SCPP and voting members:
Representative Steve Conway (chair)
Senator Craig Pridemore
Vacant senate position
Representative Barbara Bailey
Lois Clement
Bob Keller
Sandra J. Matheson
Glenn Olson

Public Safety Subgroup Continued
Non-SCPP and non-voting members:  
Captain Jeffrey Devere 
Rick Jensen
Mr. Bob Maki
Paul Neal

Plan 1 Unfunded Liability Technical
Subgroup
SCPP and voting members:
Victor Moore (chair)
Senator Craig Pridemore
Representative Barbara Bailey 
Glenn Olson
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Select Committee on Pension Policy
2005 Meeting Schedule

(August 24, 2005)

June 20, 2005
10:00 AM - 6:30 PM
Senate Hearing Room 1
Orientation

September 27, 2005
10:00 AM - 1:30 PM
House Hearing Room A

June 21, 2005
9:30 AM - 12:30 PM
Senate Hearing Room 4

October 18, 2005 
10:00 AM - 1:30 PM
House Hearing Room A

July 19, 2005
10:00 AM - 1:30 PM
House Hearing Room A

November 15, 2005
House Hearing Room A

August 23, 2005
10:00 AM - 1:30 PM
House Hearing Room A

December 13, 2005
House Hearing Room A
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Select Committee on Pension Policy
USERRA Compliance

(July 12, 2005)

Issue The issue before the Executive Committee is
whether retirement system plan provisions
should be reviewed for compliance with the
federal Uniformed Services Employment and Re-
employment Rights Act (USERRA, which governs
interruptive military service.  

Staff Laura C. Harper, Senior Research Analyst/Legal
(360) 786-6145

Members Impacted This issue could affect members of all systems
and plans.  

Current Situation Interruptive military service is governed by
federal law.  At a minimum, public employers
must provide the protections specified in
USERRA.  USERRA was signed into law in 1994,
with amendments made in 1996, 1998 and 2000
and 2004.  Also, the Department of Labor has
published proposed regulations to help explain
USERRA.  For employers, the fundamental
requirement of USERRA as it relates to
retirement plan benefits is to provide for
recovery of the benefits that a re-employed
participant did not receive due to qualifying
military service. 

Analysis

Federal USERRA law preempts state law, however USERRA does not diminish
any employment benefit that is more generous than the rights provided under
the Act.  Because of federal preemption, DRS will not deny a benefit that is
available under the federal law, even if it is not mentioned in the state statutes. 
DRS does, however, train its staff based on state law.  Thus, it could be useful
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to employers and members to bring state law into consistency with federal law. 
Examples of some of the areas of current state law that may need review
include:

• definitions of conflicts
• definitions of veteran
• pay-back period for contributions
• time limits on service.

The Department of Retirement Systems generally takes the lead on compliance
issues.  The SCPP generally recommends pension legislation to the legislature
at large.  

Next Steps

USERRA compliance is an issue that could be handled in a technical
corrections bill.  DRS could investigate the issue and identify any areas of
concern that would require legislative action.  The OSA could provide bill-
drafting assistance and the SCPP could provide any needed policy input and
ultimately, sponsorship of a bill.  It is up to the Executive Committee to decide
whether to schedule this item for further consideration during this interim.  
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State Judges Retirement Benefits
Supreme Court, Court of Appeals, and Superior Court Judges

Public Employee’s Retirement 
System.
Judges Retirement Account 
(JRA)

Matching 2.5 percent 
contributions.
A supplemental Defined 
Contribution (DC) plan.
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Judges Benefit Proposal

Increase multiplier from 2 
percent to 3.5 percent 
prospectively.
Eliminate the JRA
Use JRA contributions to fund 
improved multiplier.

Does not include district and 
municipal court judges.
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Judges in Washington State

120Municipal Court

110District Court

179Superior Court

22Court of Appeals

9Supreme Court
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Judges Plan History

Judges Retirement plan (1937‐
1971).
Judicial Retirement System 
(1971‐1988).
Maximum 75 percent of pay

21½ years of service.
Pay‐as‐you‐go

Member contribution: 6.5 percent 
‐ 7.5 percent.
State contribution:  40 percent.
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JCPP Recommendations 1987

Close JRS to new members.
New Judges into PERS 2

Cost sharing
Pre funded

Judges Retirement Account 
(JRA) for state judges.
Member and employer 
contributions: 7.5 percent.



O:\SCPP\2005\9‐27‐05 Full\Judges Benefit Multiplier 6

Judges Plan Membership

July 1, 1988 – New judges 
become PERS 2 members.
March 1, 2002 – New judges 
become PERS 2 or PERS 3 
members.
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Judges Characteristics

Enter at age 40.
Salaries set by Washington 
Citizens Commission on 
Salaries for Elected Officials

2004 : $124,411
2005 : $128,143
2006 : $131,988
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Judges Retirement Example

2.88%Equivalent DB accrual
71.9%% of AFC
$6,835Total benefit
$2,084Annuitized JRA
$276,928JRA accumulations
$4,751Base benefit
$9,502AFC (monthly)
50%Benefit ratio
25Years of service
65Age
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Comparative States

2.0%Wisconsin

3.75% 1‐16 yrs, 2.0% 16+ yrs Oregon

2.2% to 30yrs, 2.5% over 30yrsOhio

2.5%, 3.33%, 4.17%Missouri

3.2%Minnesota

3.0%Iowa

5% 1‐10 yrs, 2.5% 10+ yrsIdaho

3.33%Florida FRS

2.5%Colorado PERA

3.75%CalPERS

MultiplierSystem
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Comparative Plan Incentives

High multipliers typically 
encourage shorter service.
Low multipliers typically 
encourage longer service.

Interaction with maximum 
benefit caps.
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Judges Retirement Policy

Inferred in statute.
Judicial service warrants 
greater benefits.
Longer service encouraged.
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Policy Questions

Is a combination DB/DC the 
best retirement plan design for 
mid‐career hires?  What about 
late‐career hires?
In light of judges’ higher 
compensation, is a higher 
multiplier necessary for 
adequate retirement benefit?
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Policy Questions

Are there recruitment issues 
that would be resolved by 
modifying Judges’ retirement 
benefits?
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Benefit Questions

Does the committee want to 
include the Supreme Court and 
Court of Appeals judges in this 
proposal, as they also receive the 
JRA?
Include District and Municipal 
court judges?
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Benefit Questions

Does the committee want to 
include PERS 1 judges, in 
addition to PERS 2/3 judges in 
any proposal?
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Benefit Questions

Does the committee want to 
establish an option for members 
to purchase past service credit?
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Benefit Questions

If the committee decided to 
change the plan design to 
consolidate the existing DB/DC 
elements, should the benefits be 
of equal value to existing PERS 
and JRA plans, or should the 
benefits increase?
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Option 1

Eliminate the JRA and create a 
Superior Court judges benefit that 
allows PERS 2 members to accrue 
a 3.5 percent per year DB 
prospective to a max of 75 percent 
of AFC and PERS 3 members to 
accrue a 1.75 percent per year DB 
to a maximum of 37.5 percent of 
AFC.
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Option 1 Fiscal Impact

The 2.50 percent JRA contribution 
would make up most of the cost, 
but would require an additional 
0.72 percent of pay from both the 
employer and Plan 2 members.

$100,000 in 2005‐07
8.7 million over 25 years
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Option 2

Eliminate the JRA and create a 
Superior Court judges benefit that 
allows members to accrue a DB of 
3.15 percent per year of service ‐ the 
combined value of the existing 
PERS and JRA benefits ‐ to a max of 
75 percent of AFC for Plan 2 
members and 37.5 percent of AFC 
for Plan 3 members. 
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Option 2 Fiscal Impact

The 2.50 percent JRA contribution 
would be added to normal cost 
contribution rates to pay for the 
equivalent increase in the DB 
accrual.  This requires no new 
member or employer 
contributions.
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Option 3

Include all District and 
Municipal Court judges in any 
proposal.
Fiscal impact not available at 
this time.
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Option 4

Keep the existing JRA benefit 
and retain existing multiplier.
No fiscal impact.
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Next Steps

The Executive Committee will 
choose whether the full 
committee should forward a 
proposal.
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Select Committee on Pension Policy
Judges Benefit Multiplier

(September 12, 2005)

Issue Judges employed by Washington State after
June 30, 1998, – Supreme Court, Court of
Appeals, and Superior Court judges – are
members of the Public Employees Retirement
System (PERS).  They also receive an additional
retirement benefit called the Judges Retirement
Account (JRA).  This is a Defined Contribution
(DC) account into which members and the state
each contribute 2.5 percent of pay.  Upon
retirement, state employed judges receive their
PERS benefits plus distributions from their JRA
accounts.

Proposal The Superior Court Judges Association has
asked the SCPP to review the current benefit
formula.  The Association is proposing to raise
the benefit formula to 3.5 percent per year to a
maximum benefit of 75 percent of pay.  The
Judges Association also proposes that the
benefit improvement be in lieu of the current
JRA benefit received by Superior Court judges,
thereby financing the benefit within existing
resources.  The Superior Court judges are the
only judges making this request.

Staff Robert Wm. Baker, Senior Research Analyst 
(360) 786-6144

Members Impacted This proposal would effect all members of PERS
serving as Superior Court judges.

According to the Administrative Office of the
Courts, there are nine Supreme Court judges, 22
Court of Appeals judges, 179 Superior Court
judges, 110 District Court judges, and 120
Municipal Court judges in Washington State.
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Current Situation Since July 1, 1988, newly elected or appointed 
judges have become members of the PERS Plan
2.  Since March 1, 2002, newly elected or
appointed judges have had the choice to enter
either PERS 2 or PERS 3.

A Plan 2 member is eligible for an unreduced
retirement benefit at age 65 with at least five
years of service; the member’s benefit would be 2
percent of their Average Final Compensation
(AFC) times their years of service. 

A Plan 3 member would be eligible for an
unreduced retirement benefit at age 65 with at
least ten years of service (or five years if 12
months of service credit is earned after age 54);
their benefit would be 1 percent of their AFC
times their years of service plus the
accumulations in their individual defined
contribution account.

There is no cap on a PERS 2/3 Defined Benefit
(DB). 

In addition to a PERS benefit, state-employed
judges are also eligible for a supplemental
benefit from the JRA — a Defined Contribution
(DC) plan.  The supplemental retirement benefit
was created when the earlier Judicial Retirement
System was closed (June 30, 1988).  This benefit
was established under Chapter 109, Laws of
1988, and is found in Chapter 2.14 RCW (see
Appendix A).  The JRA is available to judges
serving on the Supreme Court, Court of Appeals,
and Superior Court. 

To fund the JRA benefit, members and their
employer (the state) each contribute 2.5 percent
of pay.  Those contributions are deposited into
member accounts in the “Judicial Retirement
Principal Account” within the State Treasury. 
Under the direction of the Administrator of the
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Courts, this account may be deposited in select
depository institutions, used to purchase life
insurance or fixed or variable annuities, or as is
done currently, invested by the State Investment
Board.  

Upon retirement, member judges are eligible for
their PERS benefits, plus a JRA distribution. 
That distribution may be in the form of a lump-
sum or other payment option as adopted by the
Administrator for the Courts.

Plan History

Prior to the current PERS – JRA combination, judges were served by the
Judges’ Retirement Plan (1937 - 1971) and the Judicial Retirement System
(1971 - 1988).  Both plans offered a maximum benefit of 75 percent of final
average salary that could be accrued after about 21½ years of service.  The
actual accrual rates differed for members with shorter service, but worked out
almost the same for those who served long enough to accrue the maximum
benefit (see Figure 1).

Figure 1
Service Retirement Formulas in the Judges and Judicial Retirement Plans

Judges

For members with 12 to 18 years of service:
     50% of FAS × (Years of service ÷ 18)
For members with more than 18 years of service:
     50% of FAS + (1/18th of salary for each year over 18) to a maximum of 75% of FAS

Judicial

For members with more than 10 but less than 15 years of service:
     3% of FAS per year of service
For members with 15 or more years of service:
     3.5% of FAS per year of service to a maximum of 75% of FAS

These plans were unusual in that they were funded on a pay-as-you-go basis. 
This made them inordinately expensive as there was no investment earnings to
help defray the cost of the plans.  While members’ contributions were 7.5
percent of pay in the Judicial Plan and 6.5 percent of pay in the Judges Plan,
the state contributions averaged over 40 percent of pay.

Based on recommendations of the Joint Committee on Pension Policy (JCPP),
the Judicial Retirement System was closed to new members on June 30, 1988. 
New Superior Court, Court of Appeals, and Supreme Court judges would
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become members of PERS 2 and also contribute to the JRA.  Because new
judges became members of a cost-sharing, pre-funded plan, this lowered their
cost and that of the state to about 7.5 percent of pay each, for a total of 15
percent of pay.

Member Characteristics

Based on current data, the average Superior Court judge was appointed at
around 40 years of age.  That would be considered a mid-career hire for an
average PERS member.  Superior Court judges are also highly paid relative to
the PERS membership at large.  Their salaries are set by the “Washington
Citizens Commission on Salaries for Elected Officials.”  Superior Court judges
annual salaries were set at $124,411 for fiscal year 2004, $128,143 for fiscal
year 2005, and will increase to $131,988 in 2006. 

Figure 2
Superior Court Judges Membership Demographics 9/30/03

PERS 1 PERS 2 PERS 3

Active Members 51 102 7

Average Age 58.2 53.4 53.3

Average Years of Service 19.2 11.9 10.4

Example

An example of the defined retirement benefit earned by a Superior Court judge
would be similar to that earned by a PERS 2 member in a typical civil service
position – 2 percent per year of service times AFC.  The difference in the
retirement benefit rests in the DC accumulations in the JRA.  Figure 3 shows
an estimated accumulation in such an account and, if annuitized, what that
would represent as a DB.  This example assumes an entry age of 40 and
retirement at age 65 after 25 years of service.  While many judges serve beyond
age 65, this is when the member is first eligible for an unreduced defined
benefit.
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Figure 3
Superior Court Judge

Plan 2 Member Retiring in 2004

Age 65

Years of Service 25

Benefit Ratio (2% × Years of Service) 50%

Average Final Compensation (monthly) $9,502

Base Benefit $4,751

JRA Accumulations $276,928

Annuitized Accumulation (monthly) $2,084

Total Monthly Benefit $6,835

% of Average Final Compensation 71.9%

Equivalent DB Accrual Rate per Year 2.88%

In Figure 3, the member's DB is 50 percent of AFC – 2 percent times 25 years
of service.  With an AFC of $9,502, the base benefit, prior to payment options,
is $4,751.  Added to the DB is the annuitized JRA accumulations.  The
estimated accumulations are based on contributions of 5 percent of salary
compounded at 8 percent interest (the actuarially assumed rate of return) for
25 years.  When added to the DB, the annuitized JRA accumulations increase
the total monthly benefit to $6,835.  That represents 71.9 percent of the
member's AFC and a benefit accrual rate equivalent to 2.88 percent per year of
service.  It should be noted that a lower long-term rate-of-return on the JRA
account would result in lesser accumulations than in the above example. 

Assets invested over the long-term are less susceptible to any single down
market period.  The risk in a DC design, as is the JRA, is the possibility of poor
investment performance in the short term.  Judges who accepted late-career
appointments, say after age 50, would be more at risk of a Bear market
impeding their JRA accumulations. 

Other States

Among the comparative states used in this analysis, judges’ retirement benefits
are distinct from regular plan members.  The principal consistencies among the
comparative states’ judges’ retirement plans is that they tend to be DB plans
and have relatively high benefit accrual rates – Ohio’s plan is a DB plan, with a
DC option.  Beyond that, there are significant differences in benefit multipliers,
AFC periods, and maximum benefits. 
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Figure 4
Select Judges Retirement Plan Provisions

Benefit Multiplier AFC Period Maximum Benefit

CalPERS (Judges II) 3.75% 12 months 75%
Colorado PERA 2.5% 3 years 100%
Florida FRS 3.33% 5 fiscal years 100%

Idaho 
5%, yrs 1-10

2.5%, yrs 10+
Current Annual 75%

Iowa 3.0% 3 years 60%
Minnesota1 3.2% 5 years 76.8%
Missouri 2.5%, 3.33%, 4.17% Current Salary 50%
Ohio2 2.2% up to 30 yrs 3 highest yrs 100%

Oregon

A: Regular

B: With Pro Tempore service

A: 2.8125% yrs 1-16

    1.67% yrs 16+

B: 3.75% yrs 1-16

     2.0% yrs 16+

36 months

A: 65%

B: 75%

Wisconsin
2000 - 2.0%

Prior to 2000 - 2.165%
3 highest years 70% or more

1 After 24 years, members contribute to the Unclassified Employees Retirement Plan.

2 Ohio judges (elected officials) may purchase service credit for two times the annual employee contribution rate.

The benefit multiplier among the comparative states varies from 2.5 percent in
Colorado to 4.17 percent in Missouri (see Figure 4).  But those multipliers must
be viewed in concert with the other elements of the plans, particularly the
maximum benefit and participation in Social Security, for instance Ohio and
Colorado members do not participate in Social Security.  Missouri’s high
multiplier is only for those who are appointed at later ages and allows them to
accrue a benefit equal to 50 percent of their final salary at age 62 after 12 years
of service.  Missouri’s plan allows a member to receive a maximum benefit of 50
percent of final salary, the lowest of the comparative states.  As a result, judges
retirement policy in Missouri is considerably different than the policy in
Colorado where judges are encouraged to serve longer and retire at later ages.

The AFC period among the plans varies widely as well.  Idaho and Missouri use
the current salary in the benefit formula and California uses the most recent
12 month salary.  Minnesota and Florida use a five-year average.  But, again,
these design elements should be considered in light of the maximum benefit
allowed under these plans.  Minnesota and Florida allow members to accrue a
benefit at a higher percent of AFC than Idaho, Missouri, or California.

Based on the comparative states, there is little consistency in the retirement
plan design and policy for judges.  Some plans encourage long service – some
short.  Some have high multipliers – some low.  Some use the current salary to
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calculate benefits – some use up to five years of salary.  The combination of
PERS and JRA benefits appears to place Washington State in the middle of the
pack in terms of retirement benefits for judges.

Policy

Retirement policy regarding judges employed by the state is inferred in statute. 
That policy is based on the principal that judicial service warrants a greater
retirement benefit than the standard PERS allowance; this is accomplished
through the JRA.  This policy drove the benefit design in the earlier “Judges”
and “Judicial” retirement systems.  The accumulation dynamics of a DC
account are such that, while not stated, longer membership is advantageous
and thus encouraged.

Policy Questions

Is a combination DB/DC the best retirement plan design for mid-career hires? 
What about late-career hires?

In light of the higher compensation received by judges, is it necessary to have a
higher multiplier in order for their retirement benefit to be adequate?

Are there recruitment issues that would be resolved by modifying judges
retirement benefits?

Benefit Questions

Does the committee want to include the Supreme Court and Court of Appeals
judges in this proposal, as they also receive the JRA?

Does the committee want to include PERS District and Municipal Court judges
in any proposal, even though they do not currently receive the JRA?

Does the committee want to include include PERS 1 judges, in addition to
PERS 2/3 judges in any proposal?

Does the committee want to establish an option for members to purchase past
service?

If the committee decided to change the plan design for Superior Court judges
so as to consolidate the existing DB and DC elements into a DB design, would
it want this consolidation of benefits to be of equivalent value to the existing
PERS and JRA plans, or would it want to increase the benefits?
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Options

1.  Eliminate the Judges Supplemental Retirement Account and create a
Superior Court judges benefit that allows Plan 2 members to accrue a 3.5
percent per year DB to a maximum of 75 percent of AFC and Plan 3 members
to accrue a 1.75 percent per year DB to a maximum of 37.5 percent of AFC. 
Plan 3 members would still be required to contribute 2.5 percent of pay they
had formerly contributed to their JRA to either their PERS 3 member account
(instead of a 5 percent minimum contribution it would be a 7.5 percent
minimum contribution) or a DC account.

Fiscal Impact:  The current normal cost (not including gain-sharing)
of the PERS 2/3 employer rate and the PERS 2 member rate is
4.35 percent of pay each.  Those rates support the PERS 2/3 DB
accruals.  For the DB to accrue at 3.5 percent per year instead of
2.0 percent per year, the cost would increase on a near
proportionate basis to 7.57 percent of pay each.  The 2.50 percent
JRA contribution would make up most of the cost, but the plan
would require an additional 0.72 percent of pay from both the
employer and Plan 2 members.  This would have a General Fund
State cost of $100,000 in 2005-07 and a 25 year cost of $8.7
million.

2.  Eliminate the Judges Supplemental Retirement Account and create a
Superior Court judges benefit that allows members to accrue a DB equal to the
combined value of the existing PERS and JRA benefits to a maximum of 75
percent of AFC for Plan 2 members and 37.5 percent of AFC for Plan 3
members.  This would be an estimated accrual rate of 3.15 percent per year of
service for Plan 2 members and 1.575 percent for Plan 3 members.  Plan 3
members would still be required to contribute 2.5 percent of pay they had
formerly contributed to their JRA to either their PERS 3 member account
(instead of a 5 percent minimum contribution it would be a 7.5 percent
minimum contribution) or a DC account.

Fiscal Impact:  The current normal cost (not including gain-sharing)
of the PERS 2/3 employer rate and the PERS 2 employee rate is
4.35 percent of pay each.  Those rates support the PERS 2/3 DB
accruals.  The 2.50 percent JRA contribution would be added to
the normal cost contribution rates to pay for the equivalent
increase in the DB accrual.  This would require no new member or
employer contributions.
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3. Include all judges in any benefit proposal, including district and municipal
court judges.

Fiscal Impact: Not available at this time.

4.  Keep the existing JRA benefit and retain existing multiplier.

Fiscal Impact:  This would require no new member or employer
contributions.

Stakeholder Input

Letter from Leonard Costello, Immediate Past President, Superior Court Judges
Association (see Attachment).

Next Steps

The Executive Committee of the SCPP will chose whether the full committee
should forward a proposal.
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Issues Before the SCPP

1) Request from two former port 
commissioners for legislative 
change authorizing them to 
purchase service credit in PERS.

2) Proposal to expand provisions for 
purchasing “additional service 
credit” to apply to members 
qualifying for normal retirement.  
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Port Commissioners

Elected members of the governing 
bodies of the ports.  
Compensated by the ports:

Annual per diem maximum of $8400,
Salary maximum of $500/month (for 
large ports like Seattle and Tacoma).

Outside the Washington State 
Retirement Systems since 1975 . 
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Constituent Proposal

Authorize PERS members to purchase 
service credit for time served as port 
commissioner.  Would apply to:

Active members of PERS;
Those who became port commissioners 
on or after May 1, 1975; and 
Those who served continuously as port 
commissioners until being elected or 
appointed to an eligible full or part‐time 
position with another PERS employer.
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Member Cost to Purchase

Proposal is for members to pay 
“employer and employee 
contributions that would have been 
made for that person’s additional 
service.”
Proposal does not mention interest.
Proposal does not cover actuarial 
cost.
No details provided regarding 
timing of purchase or payment.
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Estimated Fiscal Impacts

PERS 1 purchase – 17 years 
$445,000 liability for benefit change
$260,000 offset for paid contributions
$185,000 net PERS 1 liability
17 years for price of ten

PERS 2 purchase – 8.5 years
$107,000 liability for benefit change
$75,000 offset for paid contributions
$32,000 net PERS 2/3 liability
8.5 years for price of six



O:\SCPP\2005\9‐27‐05 Full\Service Credit Purchases 9‐27‐05 6

Benefit Questions

How much service credit can be 
purchased ?

Use retirement system rules or 
authorize special rules?
Focus on years spent in the position 
(Plan 1 approach) or time actually 
worked (Plan 2/3 approach)? 

What would be the timing of these 
purchases and payments?
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Policy Questions

Narrow application or broad 
application reflecting shift in plan‐
wide retirement policy?

Narrow application may encourage 
further requests for similar treatment.
Broad approach may be costly.

Who pays – the member, or the 
member and the retirement system 
at large?
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Next Steps

On August 23, 2005, the Executive 
Committee was briefed on this issue.
Executive Committee voted to send 
the issue to the full SCPP to be 
heard.
After today’s hearing, the Executive 
Committee will decide whether or 
not to go forward with the proposal 
as presented, or with one or more 
modifications of the proposal.
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Additional Service Credit

“Additional service credit” refers to 
service credit that does not 
correspond to actual service of any 
kind.
Used to increase member’s 
retirement benefit. 

May offset early retirement reductions.
May augment normal retirement 
pension.

Also referred to as “air time.”
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Current Situation

Additional service credit available 
in PERS, SERS, and TRS Plans 2/3.  
Only available to those who qualify 
for early or alternate early 
retirement.
Member may make a one‐time 
purchase of up to five years of 
service credit.
Member pays actuarial cost.
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Proposal

Expand availability of this type of 
service credit purchase.

Allow those eligible for normal 
retirement to purchase.  
Make available to all members of 
PERS, SERS, TRS, and PSERS.

Expansion would be consistent with 
2005 legislation affecting LEOFF 2.  
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Estimated Fiscal Impact

None.
Member pays actuarial cost.
Benefit proposal not expected to 
change retirement behavior.
Existing members currently have 
access to private sector providers 
that offer products with similar 
annuities.
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Policy Implications

Service credit cannot be used for 
retirement eligibility purposes, but 
can augment final retirement 
benefit.

Adds flexibility.
Promotes adequacy of benefit.

Can be used in service‐based plan 
or age‐based plan; it does not alter 
plan policy with respect to 
appropriate retirement age.
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Plan 1 Considerations

Plan 1 benefit cap of 60 percent 
limits utility of this option for 
some members.
This option increases Plan 1 
purchasing power, as the 
Uniform increase amount 
would apply to the additional 
years of service (unless 
legislation excluded it).
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Experience in Other States

Less conventional, offered by less 
than a majority of public sector 
plans.
Most public pension plans that offer 
“air time” require members to pay 
actuarial cost.
Results of National Council on 
Teacher Retirement’s national 
survey in 2004 are attached to the 
report in today’s materials. 
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Next Steps

August 23, 2005, the Executive 
Committee was briefed on this 
issue.
Executive Committee voted to send 
the issue to the full SCPP.
After today’s hearing, the Executive 
Committee will decide whether or 
not to go forward with the proposal 
as presented, or with one or more 
modifications of the proposal.
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Select Committee on Pension Policy
Service Credit Purchases

(September 14, 2005)

Issue There are two issues before the SCPP that relate
to the topic of service credit purchases.  The first
is a request from two individuals for a legislative
change that would authorize them to purchase
service credit in PERS for time spent as port
commissioners outside the Washington State
Retirement Systems.  

The second issue has broader implications and
would involve expanding retirement plan
provisions allowing the purchase of additional
service credit, also known as “air time” (due to
the fact that it is not based on actual service of
any kind).  Under such expansion, members of
PERS, TRS, SERS, and PSERS could purchase
up to five years of additional service credit at
normal retirement for the purpose of increasing
their retirement benefit (as opposed to being
limited to purchases made at early retirement to
offset the applicable actuarial reduction).  A
similar provision was adopted for LEOFF 2
during the 2005 legislative session.  

Staff Laura C. Harper, Senior Research Analyst/Legal
360-786-6145

Members Impacted The port commissioner proposal has been
narrowly constructed to allow PERS service
credit for two individuals, although there could
be a minimal number of others that would fall
within the proposed legislative exception.  

Expanding the use of additional service credit
could conceivably affect all retirement eligible
members of PERS, TRS, SERS, and PSERS.  
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Issue No. 1:  PERS Service Credit for Port Commissioners

Current Situation

Port commissioners are elected members of the governing bodies of the ports. 
Since 1975 they have been unable to have their compensation considered
salary for any purpose of any Washington State retirement system.  Hence,
they do not receive retirement system service credit for their time as port
commissioners.

Port commissioners receive their compensation directly from the ports.  For
example, the Port of Tacoma pays an annual per diem and a salary.  Today the
total per diem for Port of Tacoma Commissioners is $8,400 per year ($70 per
day with a maximum of 120 days).  Each commissioner working for a port with
gross operating revenues of $25 million or more (such as the Port of Tacoma
and Port of Seattle) receives a salary of $500 per month.  Thus, the maximum
compensation a Port of Tacoma Commissioner receives in a year is $14,400
(salary plus per diem).  

History

Since the passage of a 1975 statute, port commissioners have been unable to
join PERS or have their compensation considered salary for any purpose of any
retirement system created under the laws of the state.  When the 1975 statute
was passed, a grandfather clause allowed existing port commissioners to elect
to become members of PERS prior to May 1, 1975.  Since that time, port
commissioners have been on their own in terms of retirement benefits.  

The ports themselves may make retirement plans and other benefits available
to port commissioners if they so choose.  For example, the Port of Tacoma
makes its deferred compensation plan as well as its retirement health savings
plan available to port commissioners.  The Port of Tacoma does not, however,
provide its commissioners with any employer contributions for these plans.  

Proposal

Attached is a letter to Senator Karen Fraser dated November 11, 2004, from
two individuals who are proposing a legislative change to the port
commissioner statute that would allow them to purchase PERS service credit
for their time as port commissioners.  The proposal is narrowly constructed to
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apply to members with very fact-specific situations.  The legislative amendment
to the port commissioner statute would allow service credit purchases only for
individuals who meet all of the following eligibility requirements:

• currently an active member of PERS;
• became a port commissioner on or after May 1, 1975; and
• served continuously as a port commissioner until being

elected or appointed to an eligible full or part-time position
with another PERS employer. 

The cost these members propose to pay for the service credit is the “total
amount of both the employer and employee contributions that would have been
made for that person's additional such service.”  The proposal does not involve
a payment for interest and the member's payment would be significantly less
than the actuarial cost to the pension plan for the increase in the member’s
benefit.  

The proposal is unclear as to whether normal retirement system rules would
apply when determining how much service credit can be purchased for time
spent as a port commissioner, or whether the rules for calculating service
credit would be more like those applicable to some other types of elected
officials.  The examples and estimated fiscal impacts described below assume
that full PERS service credit would be earned for each year of service as a port
commissioner.  

Examples with Estimated Fiscal Impacts

Member O’Malley, one of the proponents of the legislative change, is a member
of PERS 1.  Under the proposal, it is estimated that he would be eligible to
purchase 17 years of service credit for a member cost of about $260,000 and a
net cost to PERS 1 of about $185,000.  In other words, Mr. O'Malley would be
paying for a little less than 10 years of service credit and would receive 17
years of service credit.  

Years Purchased by
O'Malley

Increase in PERS 1
Liability for Benefit

Change

Offset for  Member's
Contributions Net PERS 1 Liability

17 $445,000 $260,000 $185,000

 
Member McCarthy, another proponent of the change, is a member of PERS 2. 
It is estimated that he would be eligible to purchase 8.5 years of service credit
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for a member cost of about $75,000 and a net cost to PERS 2/3 of about
$32,000.  Mr. McCarthy would be paying for about six years of service credit
and would receive 8.5 years of service credit.    

Years Purchased by
McCarthy

Increase in PERS
2/3 Liability for
Benefit Change

Offset for Member's
Contributions

Net PERS 2/3
Liability

8.5 $107,000 $75,000 $32,000 

Note:  Compensation for past service was not available and would have been
much lower than the members’ current salary.  Current salary is the salary on
which the retirement benefit for the past service would be based.  Also, in order to
estimate the fiscal impact of this proposal, the members’ current salary was used
as a proxy for interest on the past contributions for the period of lost investment
earnings.  

Policy Analysis

As mentioned above, this proposal is narrowly crafted.  The advantage of
crafting this statutory exception narrowly is that it limits its cost.  The
disadvantage is the appearance that this is special interest legislation intended
to benefit particular individuals instead of a benefit change based on a
deliberate shift in plan-wide retirement policy.  If the proposal were passed as
currently crafted, it could lead to additional requests to expand the benefit.    

Port Commissioners have been outside the Washington State Retirement
System for thirty years (since 1975).  However, if the port commissioner statute
were to be amended to allow for PERS service credit for port commissioners, 
the type of PERS service credit purchase that would be most comparable to the
current proposal would be the type that is currently available to locally elected
officials.   

In PERS Plan 1, an individual elected to local (or state) office that receives any
compensation in a month earns one month of service credit.  In PERS 2/3,
locally elected officials who were not PERS members while serving in elected
office and who later become active members in non-elected positions may
purchase credit for elected service, but are subject to specific rules regarding
service credit accrual depending on when their service occurred, how much
they earned, and how much they worked.  Also, PERS members must pay the
required employee and employer contributions for the previous term or terms
of elected service with interest as determined by the Department of Retirement
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Systems (DRS). 

It is unclear from the proposal how the specific rules applicable to service
credit accrual would apply to member McCarthy, who is a PERS 2 member.  If
the SCPP were to agree with the legislative proposal in concept, it would be
helpful to determine whether the proponents’ intent is that affected individuals
would be subject to existing DRS service credit accrual rules or whether special
rules would be authorized and implemented to assure full service credit for all
years served as port commissioners.  Otherwise, there is a chance that Mr.
McCarthy may not receive much service credit for his time as a port
commissioner.   

Stakeholder Input

The letter from the proponents to Senator Karen Fraser dated November 11,
2004, and its two attachments are included with this issue paper.

Executive Committee Recommendation

The Executive Committee recommended on August 23, 2005, that this issue be
heard before the full SCPP.  The decision before the Executive Committee at its
next meeting is whether to propose legislation as requested by the proponents,
or some modification thereof.  

Issue No. 2: Expanding the Ability to Purchase Additional Service Credit

Current Situation

As of July 1, 2006, eligible members of the PERS, SERS, and TRS Plans 2/3
may, at the time of retirement, make a one-time purchase of up to five years of
additional service credit.  The service credit purchased would not need to
correspond to any actual service within Washington, or any other retirement
system, hence the term “additional service credit.”  The service credit is not
membership service and cannot be used to qualify for retirement, but it can be
used to increase early and alternate early retirement benefits by offsetting the
required reductions for early retirement.  

Under current law, only Plan 2/3 members who are eligible for early retirement
or alternate early retirement may purchase additional service credit.  The
member pays the full actuarial cost of the service credit with a lump sum
payment, eligible rollover, direct rollover, and/or trustee-to-trustee transfer
from an eligible retirement plan at the time of retirement.  
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Currently the Plans 1 do not have provisions that authorize the purchase of
additional service credit to offset early retirement reductions because there is
no early retirement in the Plans 1.  In the Plans 2/3, early retirement is
available at age 55 with 20 years of service and alternate early retirement is
available at age 55 with 30 years of service. 

During the 2005 legislative session the LEOFF 2 Board's legislative proposal
concerning additional service credit was successful.  This bill differs from the
provisions for the Plans 2/3 of PERS, SERS, and TRS in that up to five years of
additional service credit is available to those eligible for normal retirement.  The
service credit purchased can be used to increase the member's benefits, but
cannot be used for retirement eligibility.  In other words, the member must
already be eligible to retire in order to take advantage of this provision.  The
cost to the member is the actuarial equivalent value of the resulting increase in
the member's benefit.

History 

The ability to purchase additional service credit was added to the PERS and
SERS Plans 2/3 during the 2004 legislative session as Chapter 172, Laws of
2004.  The proposal was an outgrowth of the work of the public safety
subcommittee that recommended the formation of the Public Safety Employees’
Retirement System (PSERS), which becomes effective on July 1, 2006.  This
benefit was also given an effective date of July 1, 2006.  It was intended to
address those retirement system members who were not included in PSERS,
but who might need to retire early due to stressful or dangerous jobs.  Such
individuals were thought to be members of either PERS or SERS.  It was felt
that these additional service credit provisions would provide a vehicle to, in
effect, purchase a Plan 2/3 normal retirement when qualifying for early
retirement. 

The ability to purchase additional service credit was expanded to include the
TRS Plans 2/3 by Chapter 65, Laws of 2005.  The proposal was forwarded to
the Legislature by the SCPP and created consistency with PERS and SERS 2/3. 
This bill also had an effective date of July 1, 2006.  The LEOFF 2 Board's
additional service credit purchase provision (which is described above) was
implemented by the Legislature in Chapter 21, Laws of 2005 with an effective
date of July 1, 2006.

Proposal

This proposal would expand the ability of members of PERS, SERS, TRS, and
PSERS to purchase additional service credit as follows:
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• Up to five years of additional service credit could be
purchased at normal retirement to increase members'
benefits.  

• The service credit purchased would not be used for
retirement eligibility.  

• The member would pay the actuarial equivalent value of the
resulting increase in the member's benefit.

• The cost of the service credit may be paid with a lump sum
payment, eligible rollover, direct rollover, and/or trustee-to-
trustee transfer from an eligible retirement plan at the time
of retirement.

Estimated Fiscal Impact

There would be no fiscal impact from this proposal.  The OSA assumes that
this benefit proposal will not change future retirement behavior in the affected
retirement systems.  Existing members currently have access to private sector
providers that offer products with similar annuities. 

Policy Analysis

This proposal would be consistent with the LEOFF 2 legislation that passed in
2005.  It would provide the opportunity for members of the various retirement
systems to purchase a larger retirement benefit than they would otherwise
receive, thus affording them additional flexibility for achieving their retirement
goals.  This option also promotes benefit adequacy throughout retirement by
allowing members to, in effect, purchase a lifetime annuity while saving some
of the costs associated with similar product offerings in the private sector.      

Under this proposal, service credit cannot be used for retirement eligibility
purposes.  The service credit is purchased when the member already qualifies
for normal retirement.  Thus, the proposal does not alter plan policy with
respect to when it is appropriate for members to retire.  In that sense, this
proposal can fit with a service-based plan design as seen in the Plans 1 as well
as an age-based retirement plan design as found in the Plans 2/3. 

It should be noted that there is no Plan 1/Plan 2-3 distinction in PSERS.  In
PSERS, normal retirement occurs when members reach age 65 with 5 years of
service.  Unreduced retirement occurs when members reach age 60 and 10
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years of service and early retirement occurs when a member reaches age 53
with 20 years of service.  Those retiring at age 53 are subject to 3 percent per
year reduction in their benefit to reflect the difference between the number of
years between age at retirement and the attainment of age 60.  The provisions
for additional service credit at early retirement were originally omitted for
PSERS, as this plan already provided for unreduced retirement at age 60 with
ten years of service.  As stated above, allowing for the purchase of additional
service credit at normal retirement would not alter the plan’s policy with regard
to when it is appropriate for members to retire.  Thus, PSERS could be
included within the scope of this particular proposal.  

Because of the 60 percent benefit cap in the Plans 1, some Plan 1 members
would not benefit from the ability to purchase this additional service credit. 
For example those Plan 1 members who have already accrued thirty years of
service could not increase their final retirement benefit by purchasing
additional service credit.  Still, this provision could be useful to some Plan 1
members, as normal retirement occurs not only when members reach 30 years
of service, but also when they have five years of service with attainment of age
60 or 25 years of service with attainment of age 55.  

Plan 1 members who utilize this service credit purchase option would have a
resulting increase in purchasing power, as the Uniform increase amount would
apply to the additional years of service (unless the legislation excluded it).  The
additional cost associated with these cost-of-living adjustments would be
included in the calculation of the member's actuarial cost.  

Additional service credit or "air time" is a less conventional type of service
credit, but is available for purchase in other states.  The National Council on
Teacher Retirement conducted a survey of air time practices in 2004, the
results of which are attached at the end of this report.  Most of the states
allowing this type of service credit require that the member pay the actuarial
cost of the increase in the member’s benefit.  

Executive Committee Recommendation

The Executive Committee recommended on August 23, 2005 that this issue be
heard before the full SCPP.  The decision before the Executive Committee at its
next meeting is whether to propose legislation expanding opportunities for
retirement system members of PERS, SERS, TRS, and PSERS to purchase
additional service credit.   



Air Time Survey Results

State System Name

Does your plan 
permit 

participants to 
purchase air time?

If so, what limits or restrictions are in 
place regarding the amount of time that 

may be purchased?

What is the cost basis of purchasing 
air time? Other comments Website info

AK Alaska PERS
AK Alaska Teachers
AL Alabama RSA No
AR Arkansas Teachers
AR Arkansas PERS No
AR Arkansas Highways No
AZ Arizona SRS No

CA CalPERS Yes Members may purchase up to five years. Actuarial equivalent Just began the air time service purchase 
program a few months ago.

CA CalSTRS Yes Members with at least 5 years of service can 
buy up to five years of service 

The member pays the actuarial 
equivalent of the resulting benefit 
enhancement

From the CalSTRS website: Purchased air 
time does not count towards qualifying for 
career-based enhancements such as the 
career factor, the longevity bonus and 
highest single year final compensation.

http://www.calstrs.com/Calculators/n
onqualcalculator.aspx

CO Colorado PERA No
CO Denver Schools No  
CT Connecticut SERS
CT Connecticut Teachers
DC District of Columbia RS No
DE Delaware State Employees
FL Florida RS No
GA Georgia ERS

GA Georgia Teachers Yes
Member must have 25 years of creditable to 
qualify and may purchase up to 3 years of 
air time.

Full Actuarial  Cost

Members should purchase other types of 
eligible service prior to purchasing air 
time. If other service is purchased after the 
purchase of air time, TRS will bill the 
member for any additional actuarial cost.

HI Hawaii ERS No
IA Iowa PERS No

ID Idaho PERS Yes Maximum of 48 months 

The law requires that the full actuarial 
cost be paid for the service either by the 
employee or the employer may pay 
some or all of the cost. 

We provide only air time. http://www.persi.state.id.us/html/gen
eralinformation/POS_brochure.htm

IL Illinois Municipal
IL Illinois SERS
IL Illinois Teachers No
IL Chicago Teachers
IN Indiana PERF
IN Indiana Teachers
KS Kansas PERS No
KS Wichita RS

Conducted  April 2004 airtimesurveyresults 1



Air Time Survey Results

State System Name

Does your plan 
permit 

participants to 
purchase air time?

If so, what limits or restrictions are in 
place regarding the amount of time that 

may be purchased?

What is the cost basis of purchasing 
air time? Other comments Website info

KY Kentucky RS Yes

Employees who were participating in one of 
the retirement systems administered by the 
KRS before 7/15/02  may purchase up to 5 
years of nonqualified service once they have 
15 years of total service, including service in 
other state retirement systems. Of those 15 
years, five years must be in a system 
administered by KRS.  The nonqualified 
service may not be used for benefit purposes 
until the employee has attained 20 years of 
service, excluding the nonqualified service. 
An employee cannot purchase partial years 
of non-qualified service. 

Full Actuarial  Cost

Non-hazardous members eligible to 
purchase air time may use this time to vest 
towards the 25 year requirement for 
reduced service retirement benefits or the 
27 year requirement for unreduced service 
retirement benefits and to meet eligibility 
requirements for the high-three final 
compensation window. To see how the 
cost is calculated, you may wish to view 
this link from our web site

http://www.kyret.com/publications/p
urchasecalculation.htm

KY Kentucky Teachers Yes
A limit of five years with twenty years of 
active service, purchasable at full-actuarial 
cost. 

Full-actuarial cost.  If they acquire it 
prior to retirement, they pay an 
estimated amount, with the final amount 
to be determined at the actual time of 
retirement.  At that time the member 
may owe more to the System, or may be 
due a refund pending on the 
circumstances of that member at the 
time of retirement. 

Due to the cost, we have only a few takers 
that purchase a year or more of time, but 
we do have a good number of members 
that may need only a fractional year of 
service to meet retirement conditions and 
therefore are willing to pay the cost of say 
.05 years of service. 

LA Louisiana SERS No Legislation to allow air time is being 
considered in the legislature

LA Louisiana Teachers No
MA Massachusetts SERS No
MA Massachusetts Teachers No
MD Maryland SRS No
ME Maine SRS No
MI Michigan Municipal No

MI Michigan Public Schools Yes 5 years

an actuarial percentage of the member's 
highest previous compensation, 
determined by the member's age and 
years of service

We call air time "Universal Buy-in" http://www.michigan.gov/ors

MI Michigan SERS Yes 5 years

an actuarial percentage of the member's 
previous highest compensation and the 
percentage is based on the member's 
age

We call air time "Universal Buy-in" http://www.michigan.gov/ors

MN Minnesota State Employees No
MN Minnesota Teachers No
MN Minnesota PERA No
MN Minneapolis Teachers
MN Duluth Teachers
MN Minneapolis ERF
MN St. Paul Teachers
MO Missouri State Employees No

Conducted  April 2004 airtimesurveyresults 2



Air Time Survey Results

State System Name

Does your plan 
permit 

participants to 
purchase air time?

If so, what limits or restrictions are in 
place regarding the amount of time that 

may be purchased?

What is the cost basis of purchasing 
air time? Other comments Website info

MO Missouri Schools Yes 
A member may purchase up to 5/10 of a 
year of credit.  Must be within 5 years of 
being eligible to retire.

Pays both ee and er contributions for 
highest salary on record times number 
of tenths being purchased.  (Example:  
Salary of $40,000.  One-tenth salary 
($4,000) x ee and er contribution rate 
(21%) = cost for one-tenth ($840).  

Statute calls it “supplemental time”

MO Missouri Local No

MO Missouri DOT and Highway 
Patrol No

MO St. Louis School Employees Yes

General rules: Must have at least 5 years 
continuous credited service and 1 year for 
each year purchased.  Must also buy the 
entire amount of credited service for which 
eligible in a given category, i.e., substitute 
service, out-of-district service, refund 
service, etc. 

With two exceptions, all of our service 
purchase provisions are at actuarial 
value.  The exceptions are (a) in-district 
refund service where the member 
reimburses refunded contributions with 
interest, and (b) up to four-tenths of a 
year but only if needed to retire where 
the member pays both employee and 
employer contributions with interest.

Besides the four-tenths of a year (see 
response to previous question– which is a 
state-wide provision), the only other air-
time we permit is up to five years during 
which a member was involuntarily laid-
off, provided the member returned to full-
time service and did not take a distribution 
of his/her previous contributions.

MS Mississippi PERS No
MT Montana PERS No

MT Montana Teachers Yes

Vested members (5 years) may purchase 2 
years of air time for a break in service 
provided they have 1 year of creditable 
service following the break. 

Participants who became members after 
7/1/89 pay the actuarial equivalent. All 
others pay, for each year purchased, the 
combined ee and er contribution rates in 
effect when they are first eligible to 
purchase the service, multiplied by their 
first full year's salary following the 
break, plus interest to the date of 
payment.

Participants may elect to purchase air time 
through tax deferred  payroll deductions, 
i.e., employer pickup.

NC North Carolina RS

ND North Dakota PERS Yes
upon becoming vested in our plan, we allow 
individuals to purchase up to 5 years of 
air/generic service credit. 

Actuarial equivalent

ND North Dakota Teachers Yes

member must be an active participant with 
five or more years of earned service credit. 
The maximum amount of air time purchase 
is five years. 

Actuarial equivalent Very popular

Conducted  April 2004 airtimesurveyresults 3



Air Time Survey Results

State System Name

Does your plan 
permit 

participants to 
purchase air time?

If so, what limits or restrictions are in 
place regarding the amount of time that 

may be purchased?

What is the cost basis of purchasing 
air time? Other comments Website info

NE Omaha Schools Yes
After a member is vested (5 years), that 
member may purchase up to 5 years of 
service credit, in 1/2 year increments.

Actuarial equivalent

Once begun, the member has 5 years to 
pay the cost of that purchase.  They may 
have payments deducted  on a pre-tax 
basis, they may pay with after tax dollars, 
or they may roll pre-tax funds from other 
retirement vehicles.  The purchase may be 
accomplished in multiple individual 
purchases over the extent of their working 
years (ie a member could purchase 2 years 
and then later purchase 1 more year and 
then prior to retirement purchase another 2 
years, so long as the total service 
purchased is 5 years or less)

NE Nebraska RS 
NH New Hampshire RS No
NJ New Jersey RS 

NM New Mexico PERA Yes Our statute allows for purchases of monthly 
increments up to a maximum of one year.  full actuarial present value

To buy air time, the member must first be 
vested in the system.  Also, the period of 
time purchased cannot be used in the 
determination of final average salary.  The 
purchase of air time combined with the 
purchase of other permissive service credit 
cannot exceed a total of five (5) years 

NM New Mexico Teachers No
NV Nevada PERS Yes Up to five years Full Actuarial  Cost
NY NY SLRS No
NY New York City Teachers
NY New York City ERS
NY New York State Teachers
OH Ohio PERS No
OH Ohio School Employees No
OH Ohio Teachers No
OK Oklahoma PERS No
OK Oklahoma Teachers No
OR Oregon PERS
PA Pennsylvania State ERS
PA Pennsylvania School ERS No
RI Rhode Island ERS No

SC South Carolina RS Yes
Active members with five or more years of 
earned service credit may establish up to 
five years of nonqualified service. 

An active member may purchase up to 
5 years of nonqualified service credit at 
a cost of thirty-five percent of the 
member's salary or career highest fiscal 
year salary, whichever is greater, for 
each year of credit purchased.  

We refer to air time in statute as 
nonqualified service. Opinion-it has 
been well-received by our members. 
Nonqualified service has been utilized 
extensively by our members to realize 
retirement objectives and by 
agencies implementing retirement 
incentive programs.

SD South Dakota PERS
TN Tennessee CSRS No
TX Texas Municipal No
TX Texas ERS

Conducted  April 2004 airtimesurveyresults 4



Air Time Survey Results

State System Name

Does your plan 
permit 

participants to 
purchase air time?

If so, what limits or restrictions are in 
place regarding the amount of time that 

may be purchased?

What is the cost basis of purchasing 
air time? Other comments Website info

TX Texas Teachers Yes Members with seven years of earned service 
credit may purchase one, two, or three years. Actuarial equivalent http://www.trs.state.tx.us/Benefits/Se

rviceCredit_PurchaseMainPg.htm

TX Texas County & District No
UT Utah RS
VA Virginia Retirement System
VA Fairfax County Schools No
VT Vermont RS
WA Washington State RS

WI Wisconsin Retirement System No

WV West Virginia PERS

WY Wyoming Public Employees

Conducted  April 2004 airtimesurveyresults 5
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SCPP sponsored
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PSERS 2 Retirement

Age 65 with five years of service

Age 60 with ten years of PSERS 
service

Age 53 with 20 years of PSERS 
service

3 percent early retirement 
reduction

Disability retirement at any age
Actuarial reduction from age 60
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SCPP Subgroup Deliberations

Activity criteria
Intent section

Statutory employer list

Statutory occupational list
Derived from activity criteria
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Criteria

Law enforcement type duties
Not eligible for LEOFF

High degree of physical risk

Provide public protection of lives 
and property

Authority and power to arrest
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Criteria (cont)

Conduct criminal investigations

Enforce criminal laws

Authority to carry a firearm

Passage of civil service 
examination

Completion of CJTC basic course
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Statutory Employer List

Department of Corrections
Parks and Recreation 
Commission
Gambling Commission
Washington State Patrol
Liquor Control Board
County Corrections Departments
City Corrections Departments

Not covered by First Class City 
plan
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Statutory Job List

City corrections officers
Jailers
Police support officers
Custody officers
Bailiffs

County corrections officers
Jailers
Custody officers
Sheriffs corrections officers
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Statutory Job List

County probation officers
Probation counselors
Court services officers

State correctional officers
Correctional sergeants
Community corrections officers

Liquor enforcement officers
Park rangers
Commercial vehicle enforcement 
officers
Gambling special agents
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Pros and Cons ‐ Criteria

Pros
Very specific activities
Uniform – not arbitrary
No need to revisit if policy doesn’t 
change

Cons
Onus on employers and employees 
to petition for membership
Harder to administer – extensive 
WAC process
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Pros and Cons ‐ Statutory List

Pros
Very specific job titles
Easy to administer – simple WAC process

If job is listed it’s in, if it’s not listed it’s out

Cons
Job titles may be different from place to place

May include those who don’t satisfy original 
criteria
May not include all positions that satisfy criteria

Easier to change job titles than job duties
Change in title to either include or exclude from 
membership

Need for frequent statutory updates
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PSERS Membership Policy

Law enforcement related

Not eligible for LEOFF

Close to traditional definition 
of “Public Safety”
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Policy Questions

Does the SCPP wish to retain the 
law enforcement criteria for 
membership?

If the Committee wants to 
expand membership, on what 
criteria or measure should that 
membership be based?  
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Policy Questions

Does the SCPP want to consider 
an activity criteria rather than an 
occupational list or a should they 
consider a combination of both?
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PSERS Eligibility Report
Department of Retirement Systems
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Select Committee on Pension Policy
PSERS Membership Eligibility

(September 13, 2005)

Issue Legislation establishing the Public Safety
Employees’ Retirement System (PSERS) excluded
certain occupational titles, particularly those
with supervisory duties, and others who may
meet the statutory criteria for membership. 

Staff Robert Wm. Baker, Senior Research Analyst 
(360) 586-9237

Members Impacted There are an estimated 7,200 PERS 2/3
members with public safety law enforcement
responsibilities currently employed by the
Washington State Department of corrections, the
Washington State Department of Parks and
Recreation, the Washington State Gambling
Commission, the Washington State Patrol, the
Washington State Liquor Control Board, county
corrections departments, and city corrections
departments not covered under first class city
retirement plans chapter 41.28 RCW.

Background The Public Safety Employees’ Retirement System
(PSERS) legislation was sponsored by the SCPP
and was passed into law as Chapter 242, Laws
of 2004.  It will take effect on July 1, 2006.  This
plan was established to acknowledge the law
enforcement nature of certain public employee
occupations that do not meet all the statutory
criteria for membership in the Law Enforcement
Officers’ and Fire Fighters’ (LEOFF) retirement
system.
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These public safety employees are currently
members of the Public Employees’ Retirement
System (PERS) and eligible to receive normal
retirement after five years of service and
attainment of age 65; in Plan 3, it is ten years of
service and attainment of age 65.  A Plan 2
member may receive an actuarially reduced
early retirement after 20 years of service and
attainment of age 55.  A member with 30 years
of service and age 55 may receive a benefit
reduced 3 percent per year from age 65.

The PSERS benefit design includes:

- Regular retirement at age 65 with five
years of service

- Unreduced retirement at age 60 with ten
years of service in PSERS 

- Three percent early retirement reduction
factor (ERF) from age 60 if age 53 with at
least 20 years of service.

- Disability early retirement with an
actuarial equivalent ERF from age 60.

History Numerous groups with some law enforcement
authority have sought membership in the
LEOFF retirement plans.  A few of these groups
have been successful.  Recently, Emergency
Medical Technicians and Fish and Wildlife
enforcement officers have gained membership in
LEOFF 2 as they met all statutory criteria for
membership.  Other groups who have sought
membership in LEOFF do not meet these
statutory criteria.

At the December 10, 2001, meeting of the Joint
Committee on Pension Policy (JCPP), the
committee passed a motion to study the issue of
“... providing additional public safety benefits to
certain members of the Public Employees’
Retirement System plans 2 and 3...”.  The JCPP
heard presentations and public testimony on
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this issue during the June and July 2002
interim hearings.  The committee did not
forward a recommendation to the full legislature.

In the 2003 interim, the SCPP formed the PERS
Public Safety subgroup to study the issue and
brought a recommendation to the executive
committee of the SCPP.  That recommendation,
the establishment of the Public Safety
Employees' Retirement System, was endorsed by
the full committee, forwarded to the legislature,
and passed into law as Chapter 242, Laws of
2004. 

SCPP Deliberations

When deliberating on the question of who should be included in membership in
PSERS, the SCPP deliberated over using an activity-based criteria or using a
statutory list.  The committee decided in favor of a statutory list. It was also
decided that an activity criteria would be included in the intent section of the
legislation.

The committee limited membership in PSERS to those jobs in which there were
law enforcement characteristics and duties.  Those characteristics, duties, and
qualifications were outlined in RCW 41.37.005 and included:

• A high degree of physical risk to member’s own personal safety;
• Providing public protection of lives and property;
• Authority and power to arrest;
• Conduct criminal investigations;
• Enforce the criminal laws of the state of Washington;
• Authority to carry a firearm as a part of the job;
• Passage of a civil service examination; and,
• Completion of the Washington Criminal Justice Training Commission

(CJTC) basic course or equivalent.
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While the above criteria for membership were in the intent section of the
legislation, the statutory list of those eligible for membership in PSERS was
placed in the definition section (RCW 41.37.010).  The list includes city
corrections officers, jailers, police support officers, custody officers, and bailiffs;
county corrections officers, jailers, custody officers, and sheriffs corrections
officers; county probation officers, probation counselors, and court services
officers; state correctional officers, correctional sergeants, and community
corrections officers; liquor enforcement officers; park rangers; commercial
vehicle enforcement officers; and gambling special agents.

At the time of passage, it was acknowledged that the legislation probably
excluded certain occupational titles, particularly those with supervisory duties,
and others who may qualify for membership based on the activity criteria. 
Because of the delayed effective date, it was felt that there was time for those
who wanted to be included in PSERS membership to contact the committee or
their legislators for consideration.

Policy

In order for a public employee to be a law enforcement member of LEOFF they
must:

• Be employed by a general authority law enforcement agency
• Be employed on a full-time fully compensated basis to enforce the

criminal laws of the state of Washington,
• Pass a civil service examination,
• Meet specific medical and health standards, and
• Complete CJTC basic training.

While PSERS eligible employees meet some of these standards, they do not
meet all of the standards.  The SCPP has limited membership in PSERS to
public employees who engage in law enforcement activities, are not eligible to
be LEOFF members, but who most closely meet the traditional definition of
“public safety.”

Policy Questions

Does the Committee want to maintain the law enforcement related activity
criteria for membership in PSERS?

If the Committee wants to expand membership, on what criteria or measure
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should that membership be based?  Should it include supervisory positions?

Does the committee want to consider changing the membership provision from
a statutory list to a criteria base?  (Job titles may be easier to change
administratively than actual job duties.)

Are there other provisions in PSERS the Committee wants to change?

Stakeholder Input

Charles Jones, Correctional Captain, Washington State Department of
Corrections (see Attachment).
Lynn Maier, Governmental Relations Director, Washington Public Employees
Association, UFCW Local 365 (see Attachment)
Dennis Trettel, Master Investigator, Snohomish County Medical Examiner’s
Office.

Executive Committee Recommendation

The Executive Committee of the SCPP recommended that this issue be heard
by the full committee.
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SNOHOMISH COUNTY 
MEDICAL EXAMINER’S OFFICE

Norman Thiersch M.D.
Chief Medical Examiner

Katherine Raven M.D.
Associate Medical Examiner
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The primary purpose of the Snohomish County 
Medical Examiner's Office is to determine the 
cause and manner of death which are of concern 
to the public's health, safety and welfare. 

The Medical Examiner is a physician and 
forensic pathologist who is authorized by state 
statute to investigate sudden, unexpected, violent, 
suspicious or unnatural deaths of persons who die 
within the geographical boundaries of Snohomish 
County.

An accurate determination of the cause and manner of 
death is essential to achieve our goals:

The innocent shall be exonerated 
Homicide shall be recognized 
Criminal and civil court proceedings will be 
provided with documented, sound, and 
impartial medical evidence 
Unrecognized hazards to public health and 
safety shall be revealed 
Industrial hazards should be exposed
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INVESTIGATIONS

Leon Reichle    Chief Medical Investigator

Dennis Trettel         Master Investigator

D.K. Carman            Medical Investigator
Arleigh Marquis       Medical Investigator
Shannon Impett      Medical Investigator

The medical investigators in our office 
have advanced training in forensic death 
investigation including witness interviews, 
accident reconstruction, evidence 
collection and fingerprinting.

Investigators secure and evaluate 
hospital and office records and perform 
profiles necessary in suicide 
determinations.
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The investigators have a knowledge of 
ballistics and ammunition and their effects on 
the human body. They determine time of 
death based on techniques such as cooling 
patterns and insect life cycles.

The investigative staff maintains continuing 
education in forensic sciences by regularly 
attending seminars and lectures and staying 
current with the latest literature in the field. 
They may also be called to testify in the 
courtroom.

When a death under our jurisdiction is 
reported to the Medical Examiner's office, an 
investigation surrounding the death is 
initiated.

The investigation may be done by phone or 
the medical investigator may travel to 
investigate the death scene and determine if 
the body should be brought back to our facility 
for further examination.
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Our investigation may include interviewing 
family and friends of the decedent as well as 
witnesses, law enforcement and health care 
providers.

A thorough investigation of the death scene 
may include collection and preservation of 
evidence to be examined by the crime lab.

Photographs of the scene are taken 
and personal property on the body will 
be collected as well as necessary 
documentation to locate and notify the 
next of kin.

Any and all personal property that 
accompanies the decedent to the 
medical examiner's office will be 
released to the next-of-kin, unless such 
property is to be used as evidence in a 
criminal proceeding.
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During the investigation, the medical 
investigator will consult with the forensic 
pathologist on call and may request his 
presence at the scene.

A complete investigative report is then 
prepared and filed.

Pathology

All Human remains regardless of their state 
of preservation will be handled with the dignity 
befitting what they represent.

When an autopsy examination is required by 
the Medical Examiner, the autopsy will be 
performed expeditiously and without delay and 
in such a manner so as not to disfigure the 
body in any way.
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The pathology staff of the medical 
examiners office consists of two full time 
forensic pathologists and one full time 
forensic pathology assistant.

The job of the pathologist is to certify 
the cause and manner of death based 
upon the information gathered at the 
scene, at the lab, and from both gross 
and microscopic examination at the 
autopsy

The forensic pathology assistant photographs the body as it 
comes into the morgue and again after the body has been 
undressed and cleaned.
The body is examined for physical evidence like hairs and fibers, 
and swabs may be taken.
The clothing and evidence is then logged and packaged.
X-rays may also be taken.
After the pathologist dictates the external examination, the body 
is opened and the organs removed.
The individual organs are examined and weighed and sections 
are retained for microscopic evaluation.
Every attempt will be made to externally reconstruct the body to
its original condition. The organs are returned to the body and it 
is closed, cleaned, and wrapped to be sent to the mortuary.
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A positive identification is essential 
before the body is released from this 
office.

This is accomplished by visual, 
(usually photographic), fingerprints, 
or both body and dental x-ray 
comparison.

RCW 36.24.050

Power to summon witnesses -- Subpoenas

The coroner may issue subpoenas for 
witnesses returnable forthwith or at such time 
and place as the coroner may appoint, which 
may be served by any competent person. 

The coroner must summon and examine as 
witnesses, on oath administered by the 
coroner, every person, who, in his or her 
opinion or that of any of the jury, has any 
knowledge of the facts. 
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RCW 36.24.010

To act as sheriff under certain conditions

The coroner shall perform the duties of the 
sheriff in all cases where the sheriff is interested 
or otherwise incapacitated from serving; and 
whenever the coroner acts as sheriff he shall 
possess the powers and perform all the duties of 
sheriff, and shall be liable on his official bond in 
like manner as the sheriff would be, and shall be 
entitled to the same fees as are allowed by law to 
the sheriff for similar services: PROVIDED, That 
nothing herein contained shall prevent the court 
from appointing a suitable person to discharge 
such duties, as provided by RCW 36.28.090

RCW 46.04.040

Authorized Emergency Vehicle

"Authorized emergency vehicle" means 
any vehicle of any fire department, police 
department, sheriff's office, coroner, 
prosecuting attorney, Washington state 
patrol, ambulance service, public or private, 
which need not be classified, registered or 
authorized by the state patrol, or any other 
vehicle authorized in writing by the state 
patrol 
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RCW 46.52.050

Coroner's reports to sheriff and state patrol

Every coroner or other official performing 
like functions shall on or before the tenth 
day of each month, report in writing to the 
sheriff of the county in which he holds 
office and to the chief of the Washington 
state patrol the death of any person within 
his jurisdiction during the preceding 
calendar month as a result of an accident 
involving any vehicle, together with the 
circumstances of such accident 

RCW 68.50.010

Coroner's jurisdiction over remains

The jurisdiction of bodies of all deceased persons who 
come to their death suddenly when in apparent good 
health without medical attendance within the thirty-six 
hours preceding death; 
or where the circumstances of death indicate death was 
caused by unnatural or unlawful means; 
or where death occurs under suspicious circumstances; 
or where a coroner's autopsy or post mortem or coroner's 
inquest is to be held; 
or where death results from unknown or obscure causes, 
or where death occurs within one year following an 
accident; 
or where the death is caused by any violence whatsoever,
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RCW 68.50.010

Coroner's jurisdiction over remains (Cont.)

or where death results from a known or suspected 
abortion; whether self-induced or otherwise; 
where death apparently results from drowning, 
hanging, burns, electrocution, gunshot wounds, stabs or 
cuts, lightning, starvation, radiation, exposure, 
alcoholism, narcotics or other addictions, 
tetanus, strangulations, suffocation or smothering; 
or where death is due to premature birth or still birth; 
or where death is due to a violent contagious disease or 
suspected contagious disease which may be a public 
health hazard; 
or where death results from alleged rape, carnal 
knowledge or sodomy, where death occurs in a jail or 
prison;

RCW 68.50.010

Coroner's jurisdiction over remains (cont.)

where a body is found dead or is not claimed by 
relatives or friends, is hereby vested in the 
county coroner, which bodies may be removed 
and placed in the morgue under such rules as are 
adopted by the coroner with the approval of the 
county commissioners, having jurisdiction, 
providing therein how the bodies shall be 
brought to and cared for at the morgue and held 
for the proper identification where necessary.
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Proposal

Remove or raise the cap that 
limits LEOFF 1 members’
maximum retirement benefit to 
60 percent of final average 
salary.
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LEOFF 1 Benefit Cap

Chapter 120, Laws of 1974
Established 60 percent cap

Effective date February 19, 1974

8,542 annuitants
2,345 service retirees hired before 
2/19/74 

717 had benefit greater than 60 
percent of AFS
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LEOFF 1 Funded Ratio
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Funded Ratio
by Select Interest Rates
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LEOFF 1 Contribution Source

State,    77.1%

Employer, 
11.4%

Member, 
11.5%
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LEOFF Member Profile: Category
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LEOFF Member Profile: Category
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LEOFF Member Profile: Age
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LEOFF Member Profile: Salary
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LEOFF Member Profile: Service
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Options and Fiscal Impact

Raise cap to 70 percent
Increase plan liabilities by $17 
million

Increase in liability draws on 
surplus
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Options and Fiscal Impact

Eliminate cap
Increase plan liabilities by $19 
million

Increase in liability draws on 
surplus
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Age Qualifier 

Set qualifier at age 60
Former mandatory retirement 
age

Reduces liabilities of options 
by half

Remove cap: $11 million

70 percent cap: $8.5 million
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Next Step

Executive Committee will 
decide whether or not to bring 
a recommendation to the full 
committee.
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Select Committee on Pension Policy
LEOFF 1 Benefit Cap

(September 12, 2005)

Proposal Representatives of active members of the Law
Enforcement Officers' and Fire Fighters' Plan 1
(LEOFF 1) have proposed removing or raising the
cap that limits members’ maximum retirement
benefit to 60 percent of Final Average Salary
(FAS).

Staff Robert Wm. Baker, Senior Research Analyst 
(360) 586-9237

Members Impacted As will be reported in the upcoming 2004
valuation, the LEOFF 1 plan had 848 active
members and 8,542 annuitants as of September
30, 2004.  Of these remaining active members,
454 are subject to the 60 percent benefit cap.

Current Situation When first founded in 1971, LEOFF 1 had no
benefit cap.  With the passage of Chapter 120,
Laws of 1974, members’ benefits were capped at
60 percent of FAS.  Those hired into LEOFF 1
positions on or after February 19, 1974, – the
effective date of the act – are subject to the 60
percent cap.  Those hired prior to that date are
not subject to the cap.

Of the 8,542 LEOFF 1 annuitants counted in the
2004 actuarial valuation, 2,345 were service
retirees who became members prior to February
19, 1974.  Of those, 717 had a benefit that was
greater than 60 percent of their FAS.

In addition to LEOFF 1 members hired on or
after February 19, 1974, both the Public
Employees’ Retirement System (PERS) Plan 1
and the Teachers’ Retirement System (TRS) Plan
1 have provisions capping retirement benefits at
60 percent of Average Final Compensation (AFC). 



Select Committee on Pension Policy

SCPP Full CommitteeSeptember 27, 2005 Page 2 of 11
O:\SCPP\2005\9-27-05 Full\LEOFF 1 Benefit Cap.wpd

Unlike LEOFF 1, the benefit cap in PERS 1 and
TRS 1 was part of the original plan design, not
added later.  The Washington State Patrol
Retirement System also has a benefit cap, but at
75 percent of FAS instead of 60 percent.

Unlike LEOFF 1, no LEOFF 2 members are
subject to a benefit cap.  LEOFF 2 uses a sixty
month period for determining a member's FAS
compared to the two year average in LEOFF 1;
members are also required to be age 53 to
receive an unreduced benefit compared to age
50 in LEOFF 1.  Despite the differences in the
Plan 1 and Plan 2 provisions, both are still age-
based plans.

The remaining plans 2/3 also have no benefit
cap and are age-based plans as opposed to the
TRS 1 and PERS 1 designs, which are service-
based.  The School Employees’ Retirement
System (SERS), PERS, and TRS plans 2/3
require members to be age 65 in order to receive
an unreduced defined benefit.

Surplus Status

At the height of the previous investment cycle in 2000, the plan had a funded
ratio of 136 percent (see Figure 1, below).  At that point, the funding section of
the chapter LEOFF 1 was amended to include the following provision:  “No
employer or member contribution is required after June 30, 2000, unless the
most recent valuation study for Law Enforcement Officers’ and Fire Fighters’
Retirement System Plan 1 indicates the plan has unfunded liabilities.”  For the
most recent valuation period, the funding ratio was 109 percent.  
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Figure 1
LEOFF 1 Funded Ratio: 1986 - 2004
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Figure 2
LEOFF 1 Funded Ratio by Select Interest Rates

82%

100%

102%

105%

109%

0% 20% 40% 60% 80% 100% 120%

5.5%  "Risk Free"

7.25%  Break
Even

7.5%  Previous
Assumption

7.75%  Actuarial
Recommendation

8.0%  Current
Assumption

As seen in the above illustration, a plan's funding ratio can be volatile.  It is 
subject to the not only the vagaries of the investment markets, but also
changes in the plan's economic assumptions as well.  An example of this is the
change in the assumed rate of return on plan assets; in 2000 the assumed rate
of return was increased from 7.5 percent to 8.0 percent.  By assuming a higher
investment return on assets, fewer contributions are needed to cover its
liabilities.  Similarly, a given dollar amount of assets will represent a greater
funding ratio under an 8.0 percent rate of return assumption than under a 7.5
percent rate of return assumption (see Figure 2).  
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Figure 3
LEOFF 1 Member, Employer, and State Contributions
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Contributions

When established on March 1, 1970, the LEOFF Plan 1 was to be funded
through member, employer, and state contributions.  The state's contribution
was determined through the plan's first actuarial valuation performed by
Milliman & Robertson, Inc. Consulting Actuaries.  That valuation was
completed on October 9, 1970.  The report valued the current service liability of
the system at 30.27 percent of salary and the unfunded liability for prior
service at 14.89 percent of salary, for a total required contribution of 45.16
percent of salary.  As the member and employer contributions were set in
statute at 6.0 percent each, the state's contribution obligation in the first
biennium was the remaining 33.16 percent of salary. 

The state did not make contributions to LEOFF 1 in the first five years of its
existence.  But in the subsequent years, from 1976 through 1999, the state
made the necessary appropriations and contributions (see Figure 3).

It is likely that the five-year delay in funding by the state resulted in a
subsequently higher average contribution rate than the original
recommendation.  By the end of 2000, the state's contribution rate over the
entire funding period averaged 40.4 percent of salary - over three-fourths of all
the contributions to LEOFF 1 were state contributions (see Appendix A). 

Active Member Profile
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As will be reported in the 2004 valuation, the average age of the remaining
active LEOFF 1 member is 54.8 years and their average member service is 30.2
years.  For members to be eligible for retirement in LEOFF 1 they need to be 50
years of age with at least five years of service.  As of the 2004 valuation, only
62 members were not retirement eligible, 12 of whom were not vested.  The
following sections provide some additional detail on active LEOFF 1 members.

Category:  The 848 active members are comprised of 408 police
officers and 440 fire fighters.  The majority of police officer active
members are not subject to the benefit cap, while the majority of
fire fighter active members are subject to the cap (see Figure 4). 
Among fire fighters, members from first-class cities represent the
majority of active members; this is a departure from the police
officer employer distribution and is likely a result of a greater use
of volunteer fire fighters in rural areas.

Figure 4

Active LEOFF 1 Members by Category, Employer, and
Benefit Cap Status

Not Capped Capped Total

Police Officers 210 198 408

     1st Class City 101 75 176

     Other City 42 71 113

     County 67 52 119

Fire Fighters 184 256 440

     1st Class City 114 121 235

     Other Agency 66 130 196

     Port 4 5 9

TOTAL 394 454 848
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Figure 5
 Active LEOFF 1 Members by Age and Benefit Cap Status 
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Age:  Since the benefit cap legislation was prospective from
February 19, 1974, it would hold that members subject to the cap
would generally be younger than those not subject to the cap. 
While not all members were hired at the same age, records show
that higher percentages of older members are not subject to the
benefit cap (see Figure 5).

Service: In general, those members with over 30 years of service
would not be subject to the benefit cap, while those with less than
30 years of service would.  There are instances, however, of those
who may have become members prior to February 19, 1974, but
have had breaks in service.  As a result, there are several members
with relatively short periods of service who are not subject to the
benefit cap (see Figure 6, next page).
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Figure 6
Active LEOFF 1 Members by Service and Benefit Cap

Status

Years of Service Not Capped Capped Total

5-9 0 2 2

10-14 1 0 1

15-19 0 4 4

20-24 3 14 17

25-29 41 372 413

30-34 286 62 348

35 and over 63 0 63

Total 394 454 848

Salary: It could easily be assumed that those who are not subject
to the benefit cap would have higher salaries than those who are
subject to the cap.  After all, they typically have longer periods of
service that could translate into higher salaries.  However, this
does not appear to be the case.  The salaries of those who are
subject to the cap are not appreciably different from those who are
not subject to the cap (see Figure 7 next page).  For instance,
among the 166 members earning $90,000 or more, 87 were not
subject to the cap and 79 were.  And of the 28 members earning
$120,000 or more, 14 were not subject to the cap and 14 were. 
This is likely due to the steep salary/promotion schedule typical
among police and fire organizations.
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Figure 7
Active LEOFF 1 Members by Salary and Benefit Cap Status
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As these characteristics show, the only significant variable having a bearing on
whether a member's benefit is capped or not is their length of service.  Those
with more than 30 years of service, as of 2004, are sure to have a benefit that
is not capped.  Those with less than 30 years of service are likely to have a
benefit that is capped (save for those who gained membership before February
19, 1974, and had a significant break in service.) 

History

Two bills were introduced during the 2004 legislative session related to the 60
percent cap in LEOFF 1.  HB 2416 proposed raising the limit to 70 percent of
FAS and HB 2914 proposed eliminating the cap entirely; both bills received a
hearing, but neither moved from committee. 

Companion bills HB 1873 and SB 5901 were introduced in the 2005 legislative
session that proposed rescinding the LEOFF 1 60 percent cap.  Neither
received a hearing.

Policy Considerations

Among the general policies found in the funding chapter (RCW 41.45) is the
following:  “Fund, to the extent feasible, benefit increases for all plan members
over the working lives of those members so that the cost of those benefits are
paid by the taxpayers who receive the benefit of those members’ service.”  As of
the 2004 valuation, the average remaining active member is already retirement
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eligible.  For a plan that isn’t fully funded, there would be scant time for
members and employers to contribute to a benefit increase.  Because LEOFF 1
is in surplus status at this time, any benefit increase would draw on that
surplus.  The cost of this proposal would increase the likelihood that the plan
would come out of full funding in the future.  Also, if the plan does come out of
full funding, the plan would be projected to resume funding earlier and at a
higher rate.

Another policy issue to consider is the inconsistent treatment of members
within the same plan.  While the provisional differences in LEOFF 1 and LEOFF
2 are typical of closed and open plans, it is rare for such differences to be
present within the same plan.

A serious policy concern would be leapfrogging.  One of the common criticisms
of the Plan 1 design is that members’ benefits are maximized at 30 years of
service (2% × 30 years of service = 60% of AFC).  Were the cap to be raised or
eliminated in the LEOFF 1 Plan, members of the PERS and TRS Plans 1 may
request a similar benefit increase, which would have a much higher cost.

Policy Questions

To help the committee decide whether to move forward with this issue,
members may want to deliberate via the following issues:

• Have the original goals and/or incentives changed?

• Is this benefit improvement in keeping with the policies
acknowledging the need for earlier retirement among police
officers and fire fighters?

• Is there an overarching need to reward or retain long-tenured
LEOFF 1 members?

• Could or should this issue be addressed outside of the
retirement system? 

• Would this benefit be retroactive?  Would currently retired
members with more than 30 years of service have their
benefits adjusted?

• Would this spur retirees to return to active LEOFF
membership?  There are currently 638 service retirees under
the age of 60.
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Possible Options

If the committee wants to move forward with this issue, there are a number of
approaches it could take.  Here is a short list of possible options and the fiscal
impact of each:

1. Eliminate the Benefit Cap

This option was originally priced in the fiscal note for HB 2914
from the 2004 legislative session.  More recent calculations were
done based on the 2004 Actuarial Valuation.  Removing the cap
would increase liabilities in the plan by $22 million.  Because the
plan is currently in surplus funded status, this increase in liability
would not raise contribution rates.

2. Raise the Benefit Cap to 70 percent

This option was originally priced in the fiscal note for HB 2416
from the 2004 legislative session.  More recent calculations were
done based on the 2004 Actuarial Valuation.  Raising the cap from
60 percent to 70 percent would increase liabilities in the plan by
$17 million.  Because the plan is currently in surplus funded
status, this increase in liability would not raise contribution rates.

3. Raise or Eliminate the Benefit Cap with an Age Qualification

This option would allow members to accrue a benefit greater than
60 percent of their FAS as long as they served until at least 60
years of age.  The LEOFF 1 Plan currently allows an unreduced
benefit at age 50 with five years of service.  Increasing the
retirement age to 60 in order to receive an increased benefit should
result in a savings component to each of the above proposals. 
Eliminating the benefit cap with the age qualifier would increase
plan liabilities by $11 million.  Raising the cap from 60 percent to
70 percent with the age qualifier would increase plan liabilities by
$8.5 million.

While an age qualifier would lower the liabilities related to these
benefit proposals, it would probably also result in additional policy
considerations.  Age standards tend to result in “cliff” benefits –
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Note:  If the above proposals were to raise the benefit cap, but with an
accrual that was less than the current 2 percent per year, the
increased liability and contributions would be proportionate to the
proposed rate of accrual relative to 2 percent.  For instance, an accrual
rate of 1 percent per year beyond 30 years of service would result in an
increased liability half that of a 2 percent per year accrual.

significant differences in benefits with very small differences in
ages; a member who was 59 with 36 years of service would be
eligible for a lesser benefit than a member who was 60 with 33
years of service.  Would such a member be eligible for
proportionate benefits?  

4. Retain the Current Benefit Cap

This option adds no liability to the plan.

Stakeholder Input

Correspondence from:

Kelly L. Fox, President, Washington State Council of Fire Fighters (see
Attachment).

Philip A Talmadge, Talmadge Law Group PLLC (see Attachment).

Richard Warbrouck, Retired Fire Fighters of Washington (see Attachment).

Committee Actions
In June, the Executive Committee of the SCPP recommended that this issue be
heard by the full committee.

The full committee heard the first presentation of this issue at the July
hearing.  Questions from committee members warranted an additional
presentation.

Next Steps

The Executive Committee of the SCPP shall decide whether to forward a
recommendation to the full committee.





















H-1197.1 _____________________________________________
HOUSE BILL 1873

_____________________________________________
State of Washington 59th Legislature 2005 Regular Session
By Representatives Simpson, Ericks, Haler, P. Sullivan, Appleton,
O'Brien, Ormsby, Morrell, Morris, Williams, Dunn, Chase and Campbell
Read first time 02/09/2005.  Referred to Committee on Appropriations.

 1 AN ACT Relating to removing the cap on retirement benefits of
 2 members of the law enforcement officers' and fire fighters' retirement
 3 system plan 1; and amending RCW 41.26.100.

 4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

 5 Sec. 1.  RCW 41.26.100 and 1991 c 343 s 16 are each amended to read
 6 as follows:
 7 A member upon retirement for service shall receive a monthly
 8 retirement allowance computed according to his or her completed
 9 creditable service credit years of service as follows:  Five years but
10 under ten years, one-twelfth of one percent of his or her final average
11 salary for each month of service; ten years but under twenty years,
12 one-twelfth of one and one-half percent of his or her final average
13 salary for each month of service; and twenty years and over one-twelfth
14 of two percent of his or her final average salary for each month of
15 service:  PROVIDED, That the recipient of a retirement allowance who
16 shall return to service as a law enforcement officer or fire fighter
17 shall be considered to have terminated his or her retirement status and
18 he or she shall immediately become a member of the retirement system
19 with the status of membership he or she had as of the date of
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 1 retirement.  Retirement benefits shall be suspended during the period
 2 of his or her return to service and he or she shall make contributions
 3 and receive service credit.  Such a member shall have the right to
 4 again retire at any time and his or her retirement allowance shall be
 5 recomputed, and paid, based upon additional service rendered and any
 6 change in final average salary((:  PROVIDED FURTHER, That no retirement
 7 allowance paid pursuant to this section shall exceed sixty percent of
 8 final average salary, except as such allowance may be increased by
 9 virtue of RCW 41.26.240, as now or hereafter amended)).

--- END ---

HB 1873 p. 2



1 O:\Fiscal Notes\2005\1873 HB.wpd

FISCAL NOTE
REQUEST NO.

RESPONDING AGENCY: CODE: DATE: BILL NUMBER:

Office of the State Actuary 035 2/16/05 SB 5901/HB 1873

SUMMARY OF BILL:

This bill impacts the Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan 1 (LEOFF 1) by
removing the provision that limits the retirement allowance for those who became members on or after
February 19, 1974 to 60% of their final average salary. 

Effective Date:  90 days after session

CURRENT SITUATION:

Currently, the maximum retirement allowance for a member of LEOFF 1 who became a member on or after
February 19, 1974 is 60% of their final average salary.  Those who became members before February 19,
1974 have no such limit on their retirement allowance.

MEMBERS IMPACTED:

We estimate that 529 active members hired on or after 2/19/1974 out of the total 991 active members of
this plan could be affected by this bill. Additional members could be affected if they returned to work and
earn over 30 years of service.

Each year of additional service credit beyond 30 years would result in an increase of about $120 in monthly
pension payments per person (based on a current annual salary of $71,924).

ASSUMPTIONS:

We assumed that half of the future disabled retirees with at least 34 years of service will elect the proposed
service retirement benefit (68% of pay before-tax) in lieu of the 50% of pay tax-free disability benefit
(maximum of 60% with 2 eligible dependents).  We also assumed that this proposed benefit change would
alter future service retirement behavior in the plan.   We subtracted 0.01 from the retirement rates from age
50 to 54, and subtracted 0.02 from the rates from age 55 to 59.  The impact of the disability and retirement
assumption change is reflected in the cost of this proposal.
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FISCAL IMPACT:

Description:

There is no immediate fiscal impact while the plan remains in a surplus or fully funded position.  The current
plan is projected to remain fully funded because the market value of assets exceeds the liabilities by $39
million (at 9/30/2003).  This proposal would reduce the surplus, but as long as a surplus remains on a
market value basis, we would not project the plan to emerge from full funding under current long-term
assumptions.  However, if the plan experiences short-term actuarial losses, the plan would be more likely to
emerge from full funding as a result of the proposed benefit increase.  Also, if the plan does come out of full
funding, the plan would be projected to resume funding earlier and at a higher rate.  

Actuarial Determinations:

The bill will impact the actuarial funding of the system by increasing the present value of benefits payable
under the System and the required actuarial contribution rate as shown below: 

Law Enforcement Officers’ and Police and Fire Fighters Retirement System:
(Dollars in Millions) Current Increase Total

Actuarial Present Value of Projected Benefits
(The Value of the Total Commitment to all Current Members)

$4,342 $23 $4,365

Unfunded Actuarial Accrued Liability
(The Portion of the Plan 1 Liability that is Amortized at 2024)

($462) $23 ($439)

Unfunded Liability (PBO)
(The Value of the Total Commitment to all Current Members
Attributable to Past Service)

($521) $16 ($505)

Increase in Contribution Rates: (Effective 9/1/2005)
Employee 0.00%
Employer State 0.00%

Fiscal Budget Determinations:

There is no projected increase in funding expenditures.

State Actuary’s Comments:

We have projected that the cost of this bill would draw down a portion of the plan’s current surplus, but
would not increase the plan’s future funding requirements.  This projection reflects the future recognition of
prior asset gains and losses not yet fully recognized under the asset smoothing method and reflects the
cost of this proposed plan change.  The plan’s actual funded status will vary depending on the plan’s actual
experience and could easily be different than projected over the short-term.
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STATEMENT OF DATA AND ASSUMPTIONS USED IN PREPARING THIS FISCAL NOTE:

The costs presented in this fiscal note are based on our understanding of the bill as well as generally accepted
actuarial standards of practice including the following:

1. Costs were developed using the same membership data, methods, assets and assumptions as those used in
preparing the September 30, 2003 actuarial valuation report of the Law Enforcement Officers’ and Fire Fighters’
Retirement System.  

2. As with the costs developed in the actuarial valuation, the emerging costs of the System will vary from those
presented in the valuation report or this fiscal note to the extent that actual experience differs from that projected
by the actuarial assumptions.

3. Additional assumptions used to evaluate the cost impact of the bill which were not used or disclosed in the
actuarial valuation report include the following:

4. The analysis of this bill does not consider any other proposed changes to the system. The combined effect of
several changes to the system could exceed the sum of each proposed change considered individually.

5. This fiscal note is intended for use only during the 2005 Legislative Session.

6. The funding method used for Plan 1 utilizes the Plan 2/3 employer/state rate as the Normal Cost and amortizes
the remaining liability (UAAL) by the year 2024.  Benefit increases to Plan 2/3 will change the UAAL in Plan 1. 
The cost of benefit increases to Plan 1 increases the UAAL.

7. Plan 2/3 utilizes the Aggregate Funding Method.  The cost of Plan 2/3 is spread over the average working lifetime
of the current active Plan 2/3 members.

GLOSSARY OF ACTUARIAL TERMS:

Actuarial Present Value:  The value of an amount or series of amounts payable or receivable at various times,
determined as of a given date by the application of a particular set of Actuarial Assumptions (i.e. interest rate, rate of
salary increases, mortality, etc.)

Projected Benefits:  Pension benefit amounts which are expected to be paid in the future taking into account such
items as the effect of advancement in age as well as past and anticipated future compensation and service credits. 

Normal Cost:  Computed differently under different funding methods, the normal cost generally represents the
portion of the cost of projected benefits allocated to the current plan year.  

Unfunded Actuarial Accrued Liability (UAAL):  The cost of Plan 1 is divided into two pieces:  
• The Normal Cost portion is paid over the working lifetime of the Plan 1 active members.  The remaining cost is

called the UAAL.  
• The UAAL is paid for by employers as a percent of the salaries of all Plan 1, 2 and 3 members until the year

2024.  

Pension Benefit Obligation (PBO):  The portion of the Actuarial Present Value of future benefits attributable to
service credit that has been earned to date (past service).

Unfunded Liability (Unfunded PBO):  The excess, if any, of the Pension Benefit Obligation over the Valuation
Assets.  This is the portion of all benefits earned to date that are not covered by plan assets.





H-3809.1 _____________________________________________
HOUSE BILL 2416

_____________________________________________
State of Washington 58th Legislature 2004 Regular Session
By Representatives Simpson, G., Delvin, Cooper and Chase
Read first time 01/14/2004.  Referred to Committee on Appropriations.

 1 AN ACT Relating to raising the sixty percent cap on retirement
 2 allowances from the law enforcement officers' and fire fighters'
 3 retirement system plan 1; and amending RCW 41.26.100.

 4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

 5 Sec. 1.  RCW 41.26.100 and 1991 c 343 s 16 are each amended to read
 6 as follows:
 7 A member upon retirement for service shall receive a monthly
 8 retirement allowance computed according to his or her completed
 9 creditable service credit years of service as follows:  Five years but
10 under ten years, one-twelfth of one percent of his or her final average
11 salary for each month of service; ten years but under twenty years,
12 one-twelfth of one and one-half percent of his or her final average
13 salary for each month of service; and twenty years and over one-twelfth
14 of two percent of his or her final average salary for each month of
15 service:  PROVIDED, That the recipient of a retirement allowance who
16 shall return to service as a law enforcement officer or fire fighter
17 shall be considered to have terminated his or her retirement status and
18 he or she shall immediately become a member of the retirement system
19 with the status of membership he or she had as of the date of
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 1 retirement.  Retirement benefits shall be suspended during the period
 2 of his or her return to service and he or she shall make contributions
 3 and receive service credit.  Such a member shall have the right to
 4 again retire at any time and his or her retirement allowance shall be
 5 recomputed, and paid, based upon additional service rendered and any
 6 change in final average salary:  PROVIDED FURTHER, That no retirement
 7 allowance paid pursuant to this section shall exceed ((sixty)) seventy
 8 percent of final average salary, except as such allowance may be
 9 increased by virtue of RCW 41.26.240, as now or hereafter amended.

--- END ---
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